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E.O. 11652: N/A 
TAGS: EINV, MA 

SUBJECT: MALAGASY GOVERNMENT CHARGES AGAINST OIL MARKETING 
COMPANIES 

REF: (A) TANANARIVE 110; (B) TANANARIVE 125 

1. PARA 8 REF (B), OTHER REPORTS FROM EMBASSY AND RECENT 
CONVERSATIONS BETWEEN DEPARTMENT AND CALTEX OFFICIALS 
INDICATE THAT CALTEX WAS AWARE OF FOREIGN EXCHANGE LAW AND 
UNDERSTOOD ITS MEANING. ALTHOUGH CALTEX MAY REASONABLY 
HAVE PREFERRED NOT TO REMIT FOREIGN EXCHANGE EARNINGS FROM 
EXPORTS WHEN DEBT OWED BY MADAGASCAR WAS LARGER THAN 
DEBT OWED TO MADAGASCAR, IT WOULD APPEAR TO HAVE BEEN 
WITHIN GOMR'S RIGHTS TO REQUIRE PROMPT REPATRIATION OF ALL 
FOREIGN EXCHANGE EARNINGS. EVEN THOUGH PROSPECTIVE FINES 
APPEAR TO BE VERY LARGE IN RELATION TO OFFENSE IT WOULD 
NOT APPEAR THAT IN LEVYING FINES GOMR WOULD BE NATIONALIZ- 
ING OR EXPROPRIATING OIL COMPANIES'PROPERTY WITHOUT 
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COMPENSATION. THUS DEPARTMENT WOULD PREFER THAT EMBASSY 
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NOT RAISE POSSIBILITY OF POTENTIAL HICKENLOOPER OR 
GENERALIZED TRADE PREFERENCE PROBLEMS IN DISCUSSIONS WITH 
GOMR OFFICIALS ON FOREIGN EXCHANGE LAW VIOLATIONS. 

2. NOTWITHSTANDING THE ABOVE. SINCE SIZE OF POTENTIAL 
FINE APPEARS TO BE OUT OF PROPORTION TO SERIOUSNESS OF 
OFFENSE, AND LEVYING OF HUGE FINES ON OIL COMPANIES WOULD 

DISCOURAGE FOREIGN INVESTMENT, DEPARTMENT BELIEVES 
EMBASSY SHOULD CONTINUE TO URGE RESTRAINT BY GOMR ON THIS 
MATTER. 

3. DEPARTMENT APPRECIATES EMBASSY'S DETAILED REPORTS 
ON THIS ISSUE. KISSINGER 
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